By PETER E. COUGHLIN and INTERINDUSTRY ECONOMICS DIVISION STAFF*

THIE article pressnts the capitnl fow

» table (CFT) for 1872 It shows the

5 using industries for each type of new

sfructurss and equipment contamed in
¥ the cobumn for gross privaie domestic

g fixed investment {GPDFD in the 1972

input~ouiput {1-0) tabla?

K The relationship batwesn the COFT

¥ sod the I-0 use table is illustrated in

| chors 1. In the uee tabla, the rows show

§ the commuodities—-the raw materinls,

g semifinished goode, snd services—eon-

A} sumed by the industry named at the

Whead of the column. Transactions

involving structures and equipment

f of types normally deprecisted over

§ more than ome year ara recorded ws

fl seloee to finsl demand: persoms, inves-
¥ iors, foreipners, or government. As the

vhart indioates, the capital flow table

. diseggregates the purcheses by in-

. vestors to show the flows of espital

1 goods to using industries.

d  The CFT indicates ths using industry
g, only for new structures and equipment;

| it does not provide detail for net pur-

« chagea of sorep, used, and secondhand

# goode, nor for real estate commissions

oo the ssle of wsed structures,

§  Copital flow information can be used
| 0 several ways. First, a CFT can be
used to obiain information on the mar-

“keda for capital goods, Conventional I-0¥

A tebles ‘provide muwrketing information

{_ ouly for current-socount tramszetions.
4 Second, a CFT, in conjunclion with
« conventional 1.0 tables, can be wused
] 0 mensnre the amount of esch mdus-
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éry’s totol output thot is raquired for a
specified level of Investment hy a given
induatry, The informntion on the type
of capital goods bought or Jensed by &
gven industry that is conteined in o
CFT iz used to translato s specified lovel
of total mvestment by the given indus-
try into the detodled direct requiretnents
on the copstruction ond equipment
induatries. These direct requirements,
which conatitute a "bill of goods,” are
then opplied srainst o tetal require-
ments teble o mensure the eifect of the
specified investment on each industry
of the Nation.? A third way in which
sapitel flow information ¢an be used
in not directly related to I-D. Iiinvelves
using o series of CFT's o help astimate
capital stocks in the industry detail
of those tobles,

Layout of tahlex

In table 1, the using industries, of
which thers ore 74, are shown for two
classifications of new equipment ond
structures: for 43 -0 commodity
groups and for 41 capital goods cate-
gories,! The copital goods categories are
those shown in the national income and
product sceounta {(NIPA's) with a few
spgregntions (tables 5.4 and 5.8 in the
July 1979 and exrlior July issues of the
Survey oF Cuapert Busrieas). Table
2 presenta the some mmformntion »s
table 1, but is aggregated into broad
industry groups. This table & useful for

1 A& todal reguiremects tabls iy dertvsd Ewm 2 sanvans
tenal FO tabh il dhate tho omipat pegulred (dreatly
wid lodieetly) [rany eali Soadutatry der 4 piven dallvery of
H of pomumodicy sntpot to faeh Jememt. A WHY of geods
» brsalodewn of 1bw pooobiios by Sl dedikod, o7 by o
cgopapant of Anal demwsnd, fexs the semmedbten B the
spvarional 1-0 sk An sompls of @ toial eoqoireesnts
fubbe and & Furiher dlpowlon of the prepaTition of o HE
of poods appear in tes Pebruary 1K Boevxr,

4. Talili 1 sbaWi it for indmatrise 1 theough 77, but
bacanes mdostries 11 wnd 13 (sonstrscton) e etntined,
theirs srw waly T sriog inedartries,

thase who wish to evaluats capitnl flows
at more agerecative lovels.

CUFT's can be in either producers' or
purchazers’ prices. The twoe yaluations
differ by the inclusion in the latter of
the transportotion costs and trade mar-
gins involved in getting the commodity
from the producing to the using indus-
iry. The transportation costs and trade
matgins appesr in talde I 08 the sum of
all such costs and marging invelved in
selling or lensing capital goods to usars.
The trode margin total is the sum of all
the wholesple snd retail mergms paid
for delivery to users of producers” dura-
hlo goods and of mobile homes, (There
are oply s fow retail margins.) The
transporistion costs for the delivery to
users of the aeme items nlso appear as
on nggrogate In table 1, The tabulation
by 10 commodity group is i pro-
docers' values, eo that it is consistent
with the 1972 J-O table’s presentation,
and the tabulation by capital goods
category iz in purchasers' values, so
that it is consistent with the NIPA

{ Tt conlinued ot page 56)

THE computar tape {acoemion number
EEA TED 80001} tor the detolled
aapital Bow tabls can e purchased Frarn
the Interinduatry Eoopomles Division
(BE-51), Buraau of Economic Anelysia,
.3, Department of Commerce, for
$200.00. The tape provides the esti.
mate? Ly using industry for all 0Dé
commodities: producers’ ¥alue, varioua
merging, nnd the purchesers’ volua, The
clesslfication of $he provedures wsed to
eatlmate each ool o provided together
with the I-0 commodity, S3IC produet,
and MIPA capital gooda codea, The tape
akke indleatsy whather the amount in
each ool was imporMed of produeed
domestieally.
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series on structures and on producers’
durable equipment.

The commodity-by-using industry in-
formation in the CFT may be illus-
trated by referring to a single row and
n single column, The row for engines
and turbines (I-O 43) shows that the
utilities industry (I-O 88) is the largest
user, with $1,233.4 million, The second
largest, paper and allied products (I-0
24), uses only 851.7 million. Many other
industries employ smaller amounts of
this machinery. The column for the
utilities industry (I-O 68) shows that,
in addition to engine and turbines, it
invests heavily in new construction,

SURVEY OF CURRENT BUSINESS

$8,629.7 million, and electric trans-
mission and distribution equipment,
$1,127.4 million.

Capital flows, 1972

The total of new structures and
equipment was $185.8 billien in 1972;
$103.8 billion was in structures and $82
billion was in equipment. Structures
included $58.5 billion for new nonfarm
residential structures and mobile homes.
(Homeownership is treated as a business
in the NIPA’s.)

The motor vehicles and equipment
commaodity group (I-O 59) showed the
largest equipment sales—$16.7 billion.

July 1680

Other large commodity groups were
other transportation equipment (I-O
61); radio, TV, and communication
equipment (I-O 56) ; and office, comput-
ing, and accounting machines (I-O 51).

The trade and service industries
(I-0 69-77) used $79 billion, or 76.2
percent of new structures; manufactur-
ing used $6 billion, or 5.8 percent (table
2). The trade and service industries used
$27 billion of new equipment, or 32.9
percent; manufacturing used $21.7
billion, or 26.5 percent.

Distribution to using industries
The criterion for compiling the CFT

A LT TR s e N T e e R 4 L R S M i 1 3T i

USE TABLE

Industries
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|
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Table L. =Progedureg Used i Estimating
the 1972 Capital Flows

[(Forchaseny’ walod
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Fuc-
AR
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18 (B A 1

LELa 0 [, 0. 42

1,004 | 11 (B pa0 0

u
HO ML | He

waa to distribute new stroctures and
squipment to their ueers rather than
their purehasers—u. distinetion that is
eapoacially significant for structuras and
some equipment, e.g., computers, air-
planes, and ships, whers leasing is
common. Lossed structures and equip-
ment ware distributed to their users in
the CFT, whereas the I-0 table shows
> lease payments going to the real astate

and rentel (I-0 71) and io business

garvices (I-0 73) industries. The use

criterion introduces ineongistencies with

the I-0 uga table for eome important

itemns, For instance, leased motor vehi-
1+ clos were allocated to using indostries,
whereas mm the I-0 use table motor
vehicle lease payments are made to the
& suto and truck remtal induwatry (IO
, 751.* For mwst conurodities, however,
" the use and purchases eriteria yield the
.J+ same figures, so entries in the CFT and
the 1-O wae table are useally the same.

The estomation of the CFT was done
in three stages, Firat, 606 capital goods
iteman were distributed acrosa the rows
to uaing inchwmtries, sometimes with
}- additional commodity detsil. Second,
tolm:l expenditures for strucimures and for

-

separately from many sources. Third,
the colummar sums of the estimetes
propared ju stage one were compared to
£+ the total expenditures for atructures and
for equipment prepared in stage two.
Both sots of estimates ware adjuated

r

¥, AmtoitbDed mod bocisy an short-tamo poabal

definnd 1 Toed by Wbt Sote wad bk vemtel ndwstry in

To0 7 for hatis the IO ann CF ¢uhie.

Aa 0 Thess stages sre duseribed in the Sorthpedny BEL
ulication vew Srucers oW Snipwesl by Tiing Fa

duadriy, (274 Dealal Exhraipy and Mpadaliey.
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after additional reseavch, Final recon-
giliation for producers’ durable eguip-
ment was achieved through an iterative
scaling of rows snd columns with the
row conirol iotals equsl to the GPDFI
egtimates and with the column control
totals equal to the adjysted eatimates
for sach indusirys tetal axpenditures
for producers’ durzble squipment.*
Foalugtion of the eatimaier —The CFT
guffers much more than the L.(} wse
table from gaps in mformation with
which to distribute commodities. Only
rarely were survey of other dnta avail-

48

able from which to sstimate the distri-
bution of commoditiaa by veing industry
in Ehe CFT. The most ralisble estimatas
are for commodities having only ome
usar and for the commodities that could
be dissgeregated =0 thers wes cnly one
user for anch portion. Ueueily, howevet,
indirect procedures bad to be usad; that
is, cominodities were distributed to
uaing indusérisz in proportion to some
indicator presumed to be correlated
with & commodity’s usage, e.g., the
number of amployees in selected ooou-

Table o=Reconciliation of Grosy Private Domeestte Fixed Investmueont, 1972 NIPA, Input-
Dutput, asd Capifal Flow
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pations, water or electrical usege, or
truck mileage,

The distributional procedures used
for ench commodity-by-industry cell
wors elossified to provide oo evalunkion
of the estimates m the CFT and to fap
tha move relinble ones. Seven classifice-
tons were weed. The first two closses
wars: (1) distributed to only one indus-
iry or based on neardy contemporsry
ond closely comparable survey dato; {2)
ok lanst G50 percent distributed to one
industry ofter specifie sllocations to
other industries, The remaining clesses
were inferior. They incloded: (1) pro-
rated over cuidatsd or poorlr clessilfied
survey detno, o company's sales pattemn,
specific types of employment in zelected
industries, nnd other statisticel survey
datn assumed o be correlated with o
commedity's usage; (b) disiributed
arbitrarily on the basia of fsmilierity
with the using industries; ond (o)
ndjusted to recomcile with the conérsl
totnls of investment by industry,

The distributional procedures used
for structurss ars, on the whole, bettey
than those for equipment {toble 3}.
Because many types of structures ars
used exclusively or predominontly by
one ndustry, 80 percent of the vulue of
structures wns distributed wsing pro-
cedures classed 1 ar 2. The type of
structures poing exclusively to petro-
loum mining (I-0 £), communications,
except radio pnd TV (10 66), public
atilities (I-0 68), raal astate ond rental,
which includes dwetlings (I3 T1), or
aducation and hospitals (J-O 77} ae-
counted for most of the elass 1 and 2
allosations. By contrast, most types of
equipment are used by more then one

industry. Only 24 percent wos msmh-

SURVEY OF CURRENT BUSINESS

uted using procedures classed 1 or %;
43 percent was prorated over selssted
employment potiterns or other statisti-
cal aurvey date presumad to be nsso-
cieted with the commodity usage and
33 percent was distributed by other
indiract or judgmental methods,

Reconciliation with the NIFA's

The reconcilistion of NIPA estimates
of GPDFI with estimates thot appenr
m the Iy table end tha CFT is shown
in table 4. For this reconcilintion, it wos
pacessary to ngeregate the I-0r and
capital flow tobles to the cotegories
used in tha published NIFA's. The
differepces (column 2) between the
NIPA and L0} estimotes sre due t¢ pre-
liminary benchmark revisions incorpe-
rated into the T-O tobles, but nob
published NIPA mstimates.” The dif-
ference fcolurmn 4} batween the GPDFT
column in the I-0 toble and tha ¢column
of row totals for the CFT i3 dus to the
exclusion of the net sales of used equip-
ment and stryctures from the CPT,

Comparicon with the 1947 CFT

For msny rensons, the 1972 CFT is
pot comparable to that fer 1987 pab-
lished i the September 1975 SuRvET,
First, tha dafinition of GPDFI was
expinded. The 1967 CFT did not
include urmnivm, Subsequently, the law
wna changed to allow privaie eatnblinh-
ments to purchase it ond to treat it se a
capital good; it wes indluded in the
oapita]l purchases of utilities [I-O 68)
from nonferronE metal ore mining

7. ‘Tiv A Tenshraek mevidons of the NIFLY will In
poblistvd Livs wrintar.

July 1060

(I-0) 8). The instellation of petrolewn
mining equipment wnz estimnted and
redefined ae part of the salas of 10 8,
The instollution of refrigeration and
mis¢allnneous aquipment was included
in the ssles of IO 72. Sacond, tha 1972
1-0 table changed the treattnent of im-
ports. In the 1867 1.0 tabls, imported
finished capital goods were alloented
diractly from foreign trade to GFDFL
In the 1972 I-O table, if there is & com- ¢
pareble domestic praduet, the imported
commodity iz nddad to the domestie
produckion as part of the totel supply
allocated to GPDFI and, in tumn, to
weing industries in the CFT. Therefore,
while the 1987 table shows $657.9 mil.
lion of diveotly allocated imports (I-0
BOA} for GFDFI, the 1972 table shows
only $4.6 million of noncomparableim- 1
ports (1-0 B80). Insursnce on thesa
imports (IO 70) is negligible and hencs
is not listed in the CFT.* Third, indus-
try definitions were changed to reflect
changes in the Standard Industrial
Classification, redefinitions for certain
I industries, identification of eating
snd drinking places {I-0 74) as o new
mdustry, and the combination of new =
and mointensnce construction inbto ons
ndustay (I-'U’s 11 aod 12}. Fourth, the
1967 tnbla iz i 1067 prm nod the 1973
table is in 1972 prices, Fimally, thm
were chongea in the procedures used in ©
stage thres of the estimation, that is, the *
reoncilintion of the initisl estmates of
cupital flows to wsing industriss with
the estiantea of fotol capital expendi-
tures by nsing industry,

»
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